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WARNOCK HERSEY INTERNATIONAL LIMIT 
AND SUBSIDIARY COMPANIES 


1969 1968 
COROSSIRE VENUES eae Oleh UE. oo ccc etre aeenbale $83,217,415 $64,992,754 
CONSOLIDATED NET INCOME (LOSS) BEFORE 
EXT RAORDINARYI1T EMS cre, © 4. OREM eRne Gee. $ (423,866) $513,216 
PER COMMON SHARE* ........... Pe ane ns eee (33¢) 22¢ 
CONSOLIDATED TOTAL NET INCOME (LOSS) AND 
EX FRAGKDINAR ITEMS Hie ria Bars eae oe edo, be. | $2,891,731 $4,372,744 
BERUCOMMON SHARE ase)... =, 10 a ee ee 2 1, $1.51 $2.47 
OLA ASSETS seein: 20 eee eee es $65,635,673 $69,431,726 
LO FAETEOUIT Va. 27 Mt aone ce eae. Pe. Se See $25,177,261 $22,122,994 
EQUITY ATTRIBUTABLE TO COMMON SHAREHOLDERS ............ $22,229,517 $19,497,994 
EQUITY. PER COMMON SHAREWS.© 90 d0ae. 05.6 c oc ee ence oe $1223 $11.06 
BREAK-UP VALUE** ATTRIBUTABLE TO COMMON SHAREHOLDERS .. $29,802,517 $32,707,481 
BREAK-UP VALUE PER COMMON SHARE ................-...-. $16.39 $18.56 


*After deduction of preferred dividends and based on weighted average number of shares out- 
standing. 


**Based on quoted value of marketable investments and cost of other net assets. 
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WARNOCK HERSEY INTERNATIONAL LIMITED 


To the Shareholders: 
WARNOCK HERSEY INTERNATIONAL LIMITED 


Your Directors present herewith the 1969 Annual Report of your Company and its subsidiaries. 


OPERATIONS: 


Operations during 1969 before extraordinary items resulted in a loss of $423,866 compared with a net profit 
of $513,216 in 1968. Net extraordinary items in 1969 resulted in a credit to Consolidated Surplus of $3,315,597 
compared with $3,859,528 in 1968. 


PROFESSIONAL SERVICES 


The operations of this division were a major disappointment in that a substantial loss was incurred, occasioned 
in part by the nation’s general economic slowdown as well as by organizational and personnel problems. While the 
latter problems are being dealt with by your Management, a return to the former profit levels enjoyed by this 
division must, by the very nature of its operations, await a reversal of present economic trends. 


TRANS-AD 


The operating results of this division were satisfactory, although considerably reduced from the 1968 level 
in view of the fact that the Montreal Contract terminated on December 31, 1968. This division has contracts with 
the transit authorities of all other major cities in Canada. Operating results in early 1970 indicate an improvement 
over last year. 


STEVEDORING 


A labour strike on the United States Eastern Seaboard, early in 1969, had a favourable effect on the volume 
of business in the Stevedoring Division and helped to offset the continuance of unsettled labour conditions in the 
Port of Montreal. Failing an immediate and satisfactory settlement of these labour problems, a further reduction 
in profits must be anticipated. 


PLASTICS 


General economic conditions also had an adverse effect on your Company’s Plastics operations in 1969. 
In addition, substantial development costs of new products and services have been fully absorbed in the year’s 
results. These development costs will continue to be an important factor in operating results during 1970. 


METAL POWDERS 


The operating results of the companies comprising this group approximated those of a year ago. The operations 
of Stranahan Foil Company, Inc. continued to result in losses despite increased volume. As the continuance of 
losses appeared to be inevitable unless major capital expenditures were incurred, the Company was sold and the loss 
thereon absorbed in 1969 so that the drain on profits and cash flow in future years would be stopped. 

The Company’s offer for the shares of International Bronze Powders Limited was well received and it now 
owns 94.6% of the common shares and 98.7% of the participating preferred shares. 


AEROSPACE 


This group of subsidiaries incurred further losses in 1969, although somewhat lower than in 1968. As a 
result, steps were taken to wind up the Galley Manufacturing operations in 1969 and to close the Maintenance and 
Overhaul facilities of Aircraft Industries of Canada Limited in 1970. The flying operations showed a modest profit 
in 1969 and are expected to show similar results in the current year. 


FURNITURE 


Your Company’s furniture operations suffered a set-back as a result of a nine-week strike at the Princeville, 
Quebec plants, and by a lessening in product demand resulting from general economic conditions. However, 
improved operating results in Henderson Furniture Limited served to partially offset this situation. 


WARNOCK HERSEY INTERNATIONAL LIMITED 


RECREATION 


As mentioned in the 1968 Annual Report and related material, your Company’s entry into this field is a 
recent one and considerable time and effort is required to effect the economies and coordination of efforts necessary 
to make them profitable. Emphasis has been placed on sports activities as the prime source of revenue, principally 
golfing and skiing. Accordingly your Management is considering the sale of some of the holdings within this group, 
the proceeds of which will be used to modernize and expand the facilities of those retained. 


During the year, P. Lawson Travel (Canada) Limited was sold, in part to eliminate continuing losses; however, 
your Company has entered into a management contract providing for the overall management of this company in 
return for a share of any profits that may be generated from the travel operations. 


DRUMMOND WELDING & STEEL WORKS LIMITED 


Net income of this company was nominal in 1969 as in 1968. Every effort will be made in 1970 to generate 
profits in this operation that are commensurate with the volume and nature of the business. 


TRUST AND FINANCIAL 


During 1969, the Company sold its investments in North America Trust Company and Yorkshire Financial 
Corporation Limited, the proceeds of which were used, for the most part, to reduce long term debt. The operations 
of Capital Management Limited showed considerable improvement during the year but did not reach expected 
levels principally because of general stock market trends. 


FREEZER FACILITIES 


Trans Canada Freezers Limited has now become a wholly-owned subsidiary as a result of the successful offer 
made by the Company for the remaining shares, as reported last year. The operations of this company and its 
subsidiaries showed a substantial improvement over preceding years, and present indications are that 1970 will be 
a record year for this company in terms of both volume and profits. 


INVESTMENT PORTFOLIO 


The quoted value of the Company’s marketable investments at December 31, 1969 declined considerably over 
that of a year ago, reflecting the general stock market decline. As a result, the break-up value per common share 
declined to $16.39 from $18.56 at December 31, 1968. 


GENERAL COMMENTS 


The year 1969 saw the second phase of the reorganization of your Company and its subsidiaries which is 
characterized by the management changes that have taken place. During the year, W. Howard Wert was appointed 
Chairman of the Board and Chief Executive Officer, and J. Claude Hébert, President and Chief Operating Officer. 
Mr. Hébert resigned his position as president of Canadian Executive Service Overseas to join your Company, and 
was formerly the owner of Transparent Paper Products Limited. Many other personnel changes have taken place 
both in the head office and divisional management groups, with a view to the setting up of a management structure 
to operate your greatly expanded enterprise which now employs an average of approximately five thousand people. 


It is with great sorrow that we report the death of the Honourable Jean Raymond on February 7, 1970. 
Mr. Raymond has been a director of your Company, its predecessors, and some of its subsidiaries for many years 
and his counsel will be greatly missed. 


_ The Board expresses its thanks to the officers and employees of all companies for their efforts and cooperation 
during the year. 


On behalf of the Board of Directors, 


W. HOWARD WERT, J. CLAUDE HEBERT, 
Chairman and Chief Executive Officer. President and Chief Operating Officer. 


May 11, 1970. 
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WARNOCK HERSEY INTERNATIONAL LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME AND SURPLUS 


INCOME 


Grossmevenue from Operations: 5.0,).. 0.2... ee cis 


Income from investments 


EXPENSES 


Operating and administrative 


Remuneration received by directors, including officers 


who are directors 


Depreciatiousancdenmortizationes «se. M0) . 6. Fe lee ee a es 


Interest on long term debt 


Income taxes 


NET INCOME (Loss) BEFORE EXTRAORDINARY ITEMS ........ 


EXTRAORDINARY ITEMS (net of minority interest) 
Gain on sale of investments 


Credit (costs) arising from the wind-up (acquisition) of 


Galley Manufacturing facilities 


Difference between cost of investments in subsidiaries 
Aildmmerunceriying DOOK*VAIUG <4 i. 6 eee beta et es 


CONSOLIDATED SURPLUS — January 1 


TOTAL NET INCOME (Loss) AND EXTRAORDINARY ITEMS ..... 


Deduct: Dividends paid 
CONSOLIDATED SURPLUS — December 31 ................... 


For the Years Ended 
December 31 


1969 


$82,413,427 
803,988 


$83,217,415 


79,082,676 


222,143 
2,328,646 
1,142,894 
673,972 
190,950 


$83,641,281 


(423,866) 


3,108,499 


370,640 


(163,542) 


2,091,/31 


8,916,213 
(767,280) 


$11,040,664 


1968 


$64,285,443 
707,311 


$64,992,754 


60,846,237 


181,025 
1,447,641 
JR2.122 
1,331,128 
(108,615) 


$64,479,538 


513,216 
5,912,103 


(462,860) 


(1755895715) 


4,372,744 
5,255,703 
(712,234) 

$ 8,916,213 


WARNOCK HERSEY INTERNATIONAL LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET — DECEMBER 31, 1969 


ASSETS 


CURRENT 
Cash ‘and’ call deposits ve... 225 aan eee 


Marketable investments..icnaicectosane eee a ee ee 
(market value 1969 — $24,230,000; 1968 — $28,850,000) 


Accountswreceivables 7.22). ee 


Raw materials, work in process, finished goods and supplies, 
valued at the lower of cost and net realizable value ........ 


Prepaid: expeétises, 2000) RNa ee rte Weare er eee 


OTHER INVESTMENTS 
Unconsolidated ‘subsidiaries (Note 1)" 0 7) =. 2. 


Unquoted (securities? +... :60Ac eee ee ee ee 


FIXED 
Land, buildings “and equipment, at COSt 720-2 ee 


Less: Accumulated depreciation 43a e0s) ere 


On behalf of the Board: 
W. HowarD WERT, Director 


J. CLAUDE HEBERT, Director 


1969 


$ 1,054,541 
16,656,849 


14,232,346 


6,919,451 
664,645 


$39,527,832 


$ =. 


2,536,909 
$2,536,909 


$40,310,465 


16,739,533 
$23,570,932 


$65,635,673 


1968 


$ 2,038,488 
15,688,595 


15,640,513 


6,907,077 
1,147,575 


$41,422,248 


$ 1,916,610 


4,068,278 
$5,984,888 


$36,785,572 
14,760,982 


$22,024,590 


$69,431,726 


WARNOCK HERSEY INTERNATIONAL LIMITED 


AND SUBSIDIARY COMPANIES 


LIABILITIES 


CURRENT 


Bank indebtedness — partly secured ...................... 
Accounts, DayaDle ANG: ACCTUEC oe oy ss census aac ors er cee 
gncome-anc Other taxes payable. 1c ssa60 5500 6sbns upon 
Dividend payable 
Long term debt due within one year...................... 


LONG TERM DEBT — less amounts due within one year (Note 2) 
72,70, Income debentures, maturing in 1972 .............. 
612 % Secured sinking fund debentures, maturing in 1981 .... 


6% Notes, payable in quarterly instalments 
to December 31, 1974 


Bankeand -Oticreioaus =e ee Ok eA OY Pre es 


DEFERRED income taxes and other deferred credits ..._. 


IMINORITYAINTE RES Tae es ee es ede Be ws 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 3) 


Preferred shares of $25. par value, issuable in series 
Authorized — 300,000 shares 
Issued — 112,295 shares (1968 — 100,000 shares) 
$1.50 series “A” cumulative, redeemable at $26.25 ..... 


Common shares of no par value 
Authorized — 3,000,000 shares 
Issued — 1,817,991 shares (1968 — 1,762,143 shares) .. 


CONSOLIDATED SURPLUS (Note 3) 


1969 


$13,631,803 
8,812,395 
336,323 
42,111 
2,181,395 
$25,004,027 


$ 3,000,000 
1,274,000 


2,9305397 
7,280,280 
$14,084,677 


$ 296,258 


$ 1,073,450 


$2, 5Us,5700) 


11,329,222 
14,136,597 
11,040,664 
$25,177,261 
$65,635,673 


1968 
$13,098,642 
11,455,814 
1,222,809 
37,500 
2,061,186 
$27,875,951 


$ 3,000,000 
1,391,000 


4,230,296 
7,816,828 
$16,438,124 


$ 265,447 


$2,129,210 


$ 2,500,000 


10,706,781 
13,206,781 
8,916,213 
$22,122,994 
$69,431,726 


WARNOCK HERSEY INTERNATIONAL LIMITED 


AND SUBSIDIARY COMPANIES 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED DECEMBER 31, 1969 


SOURCE OF FUNDS 
Total net income (loss) andextraordinary items .......................... 


Items not requiring an outlay of funds 
Minority interest in net income and extraordinary items 


Depreciation and amortization 


Disposal of investments other than marketable securities .................... 
Proceeds on‘ issue ofishares. 2.0.00 ik. cle 2 ae ee ee 


Net increase in working capital by reason of purchase and sale of subsidiaries . . 


APPLICATION OF FUNDS 
Reduction of long termidebt 2 ogee eee rn ee er 
Increased: mvestment im subsidiaries (7 ee 
Purchase ‘of fixed assets." i2 0 25'2 Sacer eee ee ee 
Purchase for cancellation: of preterred siares sae ee er 


Payment of dividends) <. 0 oe a Se a ee A 


Increase in working ‘capital os. 3. 5) coe eee te eee gee 
Working capital at beginning of year 2-402 2.2 a ee 


WORKING CAPITALZAT ENDILOF YEAR > 0) tee ee eee 


$ 2,891,731 


217,413 
2,328,646 
154,388 


D9 2.h18 


3,664,111 
1,126,066 
P93 55175 


11,715,530 


3,617,715 
3,683,819 
21 StS 
150,453 
767,280 


10,738,022 


977,508 


13,546,297 


$14,523,805 


WARNOCK HERSEY INTERNATIONAL LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED SCHEDULE OF INVESTMENTS — DECEMBER 31, 1969 


Common Preferred Average Quoted at 
Shares Shares Cost Market Value 
QUOTED SECURITIES 
American Sterilizer Company ........ 132,000 $ 5,153,647 $ 4,312,440 
Bahamas-Caribbean Development 
Corporation Limited (38%) ...... 4,287,970 2,346,911 2,229,744 
Grouse Mountain Resorts Ltd. (12%) 157,936 95,745 485,208 750,000 
Power Corporation of Canada, 
Pinitcee 2870 eee.) SES ee, 50,000 1,125,000* 8,496,486 16,671,875 


MIScetAaneOus ae wet Sle x0tes . ase ee. « 174,597 265,941 
$16,656,849 $24,230,000 


UNQUOTED SECURITIES 


Canadian Inspection & Testing 


Conpany) Lid7, (40%) 2020. 22.4 334 $ 218,354 
Meagher’s Distillery Ltd. (30%) ..... 250,000 20,000 775,967 
RoyWest Banking Corporation ....... 250,000 750,000 
IVIISCEUANOCOUS BOP Ua kerdo. sete! . bot 792,588 


$ 2,536,909 


( ) Denotes percentage of voting interest if in excess of 5%. 
* Comprises 525,000 5% Convertible Preferred Shares and 600,000 6% Participating Preferred Shares. 


AUDITORS’ REPORT 
To the Shareholders: 


WARNOCK HERSEY INTERNATIONAL LIMITED 


We have examined the consolidated balance sheet and the consolidated schedule of investments of 
Warnock Hersey International Limited and subsidiary companies as at December 31, 1969 and the consolidated 
statements of income and surplus and source and application of funds for the year then ended. For those 
companies of which we are the auditors, our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered necessary in the 
circumstances. We have relied upon the reports of the auditors who have examined the financial statements 
of the other companies. 

In our opinion, these consolidated financial statements present fairly the financial position of the 
companies as at December 31, 1969 and the results of their operations and the source and application of their 
funds for the year then ended, in accordance with generally accepted accounting principles applied on a 


consistent basis. 
CAMPBELL, SHARP, NASH & FIELD 


Montreal, Quebec. Chartered Accountants. 
March 31, 1970. 


WARNOCK HERSEY INTERNATIONAL LIMITED 
AND SUBSIDIARY COMPANIES 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DECEMBER 31, 1969 


Note 1: Principles of consolidation: The consolidated financial statements for 1969 include the 


accounts of the Company and all of its subsidiaries. In 1968, the accounts of two subsidiaries, 
North America Trust Company and Yorkshire Financial Corporation Limited, were not con- 
solidated as their operations were of a fiduciary and financial nature. These investments were 
sold in 1969. 


NoTE 2: The total amount ($14,084,677) of long term debt due beyond one year is secured and 


includes an amount of $7,269,280, which is outstanding in subsidiary companies. The trust 
deeds relating to the debenture issues contain certain restrictions pertaining to the issue of 
additional long term debt, the payment of dividends, the reduction of capital and the main- 
tenance of working capital. Bank and other loans represent a variety of long term loans, 
including mortgages and debentures, each of which is less than $1,000,000, which have 
varying maturity dates and rates of interest. 


NoTeE 3: During the year, 20,145 preferred shares and 55,848 common shares of the Company 


were issued as consideration for all of the issued shares of The Chantecler Hotel Co. (1963) 
Ltd., Chantecler Enterprises Inc. and Audet Plastics Specialties Inc., as well as certain of the 
shares of Trans Canada Freezers Limited and International Bronze Powders Limited acquired 
under the terms of the Company’s offers dated April 21, 1969. The value attributed to the 
preferred and common shares so issued by the Company is $503,625 and $622,441, respectively. 


During 1969, the Company purchased for cancellation 7,850 preferred shares at a cost 
of $150,453. Accordingly, Consolidated Surplus includes an amount of $196,250, equal to the 
par value of the shares so cancelled, representing Capital Surplus pursuant to Section 61 of 
the Canada Corporations Act. 


Subsequent to December 31, 1969, the Company entered into agreements providing for 
the purchase of additional land adjacent to that presently owned by The Chantecler Hotel Co. 
(1963) Ltd., in consideration for the issue of approximately 18,000 common shares of the 
Company. 


NoTE 4: The Company is party to an agreement with Gelco Enterprises Limited which provides 


10 


for joint action in the election of directors of Power Corporation of Canada, Limited and, in 
the event that either party desires to dispose of any substantial number of the Participating 
Preferred Shares of Power Corporation of Canada, Limited for a right of first refusal in favour 
of the other party, with provision for substantial damages in the event of non-compliance by 
either party. 


Capital Management Limited, a subsidiary company, and its subsidiary, All-Canadian 
Group Distributors Limited, are defendants in various lawsuits arising out of a management 
agreement but legal counsel is of the opinion that such lawsuits are unfounded. The latter 
subsidiary is defendant in a lawsuit arising out of an insurance agreement against which a 
counterclaim has been made and management considers that the Company’s possible net 
liability is immaterial. 
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